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Economic Developments in Finland 


The value of Finnish exports in the first ten months 
of 1954 was Fmk 126.8 billion, against Fmk 106.9 billion 
in the corresponding period of 1953. The value of im- 
ports also increased, from Fmk 100.3 billion to Fmk 119.3 
billion. Moreover, import licenses to the value of about 
Fmk 70 billion were outstanding at the middle of October ; 
this is attributed to the fact that terms of delivery have 
been prolonged because of general boom conditions. It 
was expected that for the full year 1954 foreign trade 
would add about Fmk 10 billion to the foreign currency 
reserves, the increase to be chiefly in EPU currencies. In 
June of this year, Finland received from the U.S.S.R. 
20 million rubles (US$5 million) in gold and 10 million 
rubles ($2.5 million) in EPU currencies, in settlement 
of part of the export surplus. Furthermore, in December 
Finland drew upon the stand-by credit of 40 million 
($10 million) that had been granted by the 
U.S.S.R. in February; this drawing was included as in- 


rubles 


come in the third supplementary government budget 
for 1954. 

The increase in demand for Finnish forest products 
has led to a substantial rise in production, especially in 
the wood-processing industries, and unemployment this 
winter is expected to be considerably less than during the 
last two winters. In some branches of industry the demand 
for labor exceeds the supply, and state expenditures on 
relief works are to be considerably reduced. 

Both wholesale prices and the cost of living were fairly 
stable throughout the first three quarters of 1954. In the 
late summer, however, there were fears that the cost of 
living index would rise to 105 (October 1951 = 100), 


Wool Prices 


Wool prices continued to fall during most of November, 
with some recovery toward the end of the month and in 
early December. Prices fell to a point 10 to 15 per cent 
lower than at the opening of the season, and more than 
20 per cent lower than they had been a year before. By 
early December, however, merino wool was about 10 per 
cent above the low point of the season, and crossbreds 
about 744 per cent higher, with Russian demand in 


which would make necessary a general increase in wages. 
Farmers have also claimed that their real incomes have 
declined, and that the prices of farm products should 
therefore be raised as soon as possible. These problems 
led to the resignation of the Térngren Government at the 
middle of October, and Mr. Kekkonen formed his fifth 
Government based on a coalition of Social Democrats and 
Agrarians. The new Government’s program called for a 
5 per cent reduction in the cost of living index, which was 
carried out on November 1, 1954 by reducing prices of 
grain, milk, butter, sugar, and sausages, and by abolish- 
ing the turn-over tax on textiles. Agriculture is to receive 
compensation for the reduction in prices, and the lag in 
the real income of farmers will be removed by increasing 
subsidies. There are many other proposals in the Gov- 
ernment’s program, including a general lowering of 
interest rates by 1 per cent. 

It is still too early to determine the ultimate effects of 
this program. While the so-called “index crisis” appears 
to have been solved temporarily, the government budget 
will be burdened heavily. It is estimated that the cost 
of the program will be some Fmk 30-35 billion, which 
will increase the budget by about one seventh, and it is 
feared that the program will exert an inflationary pres- 
sure on the economy. This will be determined, however, 
by the success of other restrictive measures included in 
the program. 


Sources: Bank of Finland, Monthly Bulletin, October 
1954, and AB Nordiska 


Féreningsbanken, 


Unitas, November 1954, Helsinki, Finland. 






Australia, New Zealand, and South Africa giving an extra 

fillip to prices. 

Sources: The National Bank of Australasia, Limited, 
Wool Letter, Melbourne, Australia, Novem- 
ber 26, 1954; The Economist, London, England, 
December 11, 1954. 

Europe 

Sterling Area Reserves 


Sterling area gold and dollar reserves declined in 
November by $11 million, to $2,925 million. If the $14 





The News Survey will not be published on December 24 or December 31, 1954. The next number to be 
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million received in U.S. defense aid were excluded, the net 
decline would have been $25 million. Settlement of the 
October EPU surplus, half of which was received in gold 
and which again included a payment of $2 million to 
European creditors in respect of past EPU debts, im- 
proved the gold and dollar balance by $7 million. This 
result is regarded as surprisingly favorable in view of the 
pressures on the sterling economy in November: these 
included the seasonal weight of commodity buying which 
was still pulling against sterling (see this News Survey, 
Vol. VII, p. 182), the first effects of the dock strike, and 
the ship repairers’ strike which, by diverting business 
from U.K. to German shipyards, led to sales of sterling 
received in payment for the German work. 

The U.K. surplus with EPU in November amounted 
to £2 million, half of which ($2.8 million) will be received 
in gold in December. 


Source: The Economist, London, England, December 4. 
1954. 


U.K. Participation in International Finance Corporation 


Mr. Butler, the Chancellor of the Exchequer, an- 
nounced on December 2 the U.K. Government’s support 
of the proposed establishment of an International Finance 
Corporation (see this News Survey, Vol. VII, p. 166). 
Subject to international discussions on the general lines 
indicated in the U.S. announcement on this project, and 
to assurance of appropriate subscriptions from the United 
States and other members of the International Bank for 
Reconstruction and Development, the Government would 
be ready, at an appropriate time, to submit to Parliament 
proposals for U.K. participation. It is understood that 
the U.K. subscription would be about $14-15 million. 


Source: The Times, London, England, December 3, 1954. 


U.K. External Trade in November 


The effects of the October dock strike at U.K. ports are 
reflected in the figures of U.K. overseas trade in Novem- 
ber. Export cargoes were held up until delayed unload- 
ings were completed, and imports therefore reacted more 
quickly than exports to the end of the strike. Exports and 
re-exports, at £201.9 million, were the lowest of any 
month in more than two years, and £22.1 million below 
exports in October; imports, at £333.8 million, were the 
highest since the first quarter of 1952. The high adverse 
trade balance of over £130 million raised the adverse 
balance for the first 11 months of 1954 to £560 million. 
With the December trade deficit still to be included, it 
now appears that the adverse balance for 1954 as a whole 
will exceed the 1953 figure of £610 million; on the 
January-September showing it had seemed likely that the 
1954 deficit would be about £570 million. 


The Board of Trade points out that in October and 


November together U.K. exports were 7 per cent less than 
in the third quarter and 12 per cent less than in October. 
November 1953. Imports were about equal to the monthly 
average for the January-September 1954 period, but 2 
per cent above imports in October-November 1953. 

U.K. exports to North America in November were 
about £24 million, £1 million higher than in October, 
Shipments to the United States fell from £12.9 million 
in October to £12.0 million in November, while shipments 
to Canada rose from £10.2 million to £12.1 million. 


Source: The Financial Times, London, England, De. 
cember 11, 1954. 


French-Israel Trade Agreement 


The one-year trade agreement of July 10, 1953 between 
France and Israel has been automatically prolonged for 
a year, to July 10, 1955. The Franco-Israeli Mixed Com- 
mission has agreed to raise certain of the French import 
quotas, including those for citrus fruits and groundnuts. 
In return, the Israeli authorities will relax some of the 
provisions in the agreement, with a view to facilitating 
the import of French products. French imports from 
Israel in 1953 amounted to only F 118 million, whereas 
exports to Israel reached F 1,815 million, not including 
grain valued at F 1 billion. The excess of French 
exports to Israel over imports from that country was 
reduced slightly in the first six months of 1954, when 
imports totaled F 472 million, while exports amounted 
to F 783 million plus exports of wheat of Moroccan 
origin valued at F 800 million. 


Source: Agence Economique et Financiére, Paris, France, 


November 18, 1954. 


Capifal Movements Within Benelux 


The liberalization of capital movements between the 
three Benelux countries, which became effective on July 16 
(see this News Survey, Vol. VII, pp. 17, 28, 98, and 127), 
was expected to affect mainly Dutch investors. Subse- 
quently, Dutch investors have been fairly active in the 
Belgian bond market. The 414-5 per cent interest on 
Belgian bonds is appreciably higher than the correspond- 
ing rate in the Netherlands, and by Dutch standards 
Belgian issue prices are low and redemption premiums 
substantial. Three issues, totaling f. 36.5 million, which 
were placed publicly in the Netherlands, were oversub- 
scribed almost as soon as the lists were opened. There 
has been no large-scale buying of Belgian shares by 
Netherlands residents. 


As a result of the one-sidedness of Benelux capital 
transactions, the Amsterdam rate for the L-account francs 
which are used in these transactions has risen steadily. 
The rate at the end of July was 100 francs = 7.60-7.62 
guilders (the rate corresponding to the official par values 
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is 100 francs = 7.60 guilders). By the end of August, 
the rate for 100 francs had moved to 7.65-7.67 guilders; 
by the end of September, to 7.745-7.765 guilders; and 
by the end of October, to 7.78-7.80 guilders. This means 
that in terms of francs the value of the guilder has de- 
clined by approximately 214 per cent. 

Source: Kredietbank, Weekly Bulletin, Brussels, Bel- 
gium, November 21, 1954. 


Expansion of Norwegian Chemical Plants 


Norsk Hydro, Norway’s largest concern producing fer- 
tilizer and other chemicals, is at present engaged in new 
undertakings which will cost some NKr 100 million ($14 
million). A factory for ready-mixed fertilizer, with a 
capacity of 100,000 tons a year, is being built at an es- 
timated cost of NKr 60 million. A new hydroelectric 
power station with a capacity of 20,000 kw. is expected 
to be finished within a few months, and another power 
station with a capacity of 25,000 kw. is in the planning 
stage. In addition, the concern has secured the right 
to build out certain waterfalls; this process, when com- 
pleted, will produce an additional 200,000 kw. 

In recent years the company has had too little hydro- 
electric power, and it has been necessary to import oil 
valued at about NKr 3 million in order to produce the 
necessary power. However, it has not yet been decided 
whether the new power will be used for the production 
of fertilizer or for other products, such as magnesium, 
the refining of which requires a considerable amount of 
electric power. At present, the company uses about 4 
billion kw-hr a year, or 20 per cent of the total consump- 
tion of hydroelectric power in Norway. 

Norsk Hydro’s production of heavy water, a by-product 
of the production of nitrogen used for fertilizer, is 
disposed of for several years ahead. Its production of 
pure nitrogen, which was 90,000 tons a year before the 
war, has now risen to 210,000 tons a year. Although this 
amount is small compared with the world production 
of nitrogen, it enables Norway to export about 175,000 
tons, or approximately 20 per cent of the total quantity 
of nitrogen sold in international markets. 

Denmark is now the largest buyer from Norsk Hydro, 
purchasing each year about 75,000 tons of nitrogen valued 
at NKr 112 million. Between 80 and 90 per cent of the 
total production goes to the Scandinavian countries. The 
value of the concern’s annual production totals NKr 400 
million; NKr 330 million of this amount is received from 
exports. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, November 25, 1954. 








West German-lranian Commercial Agreements 


On November 4, 1954 several economic agreements and 
treaties between the Federal Republic of Germany and 
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the Government of Iran were signed. These agreements 
are based on a number of prewar agreements concluded 
in 1929 and 1930, such as the Amity Agreement, the 
Agreement on Establishments, and the Commercial, Cus- 
toms, and Navigation Agreements, all of which have 
now been revalidated. In addition to these prewar 
agreements, a further treaty on economic and technical 
cooperation between the two countries has been signed; 
it will have to be ratified by the two Parliaments. This 
treaty deals with methods of mutual cooperation, ex- 
change of scientific and technical experience, development 
of raw material deposits and productive capacity, train- 
ing of technicians, direct capital transfers, and safe- 
guarding of property in the event of nationalization. New 
commodity lists have been established for trade between 
the countries, and the volume of trade has been put at $60 
million in either direction. This figure is based on the 
assumption that Iranian exports of cotton, dried foods, 
hides and skins, ores, and carpets can be increased sub- 
stantially. To stimulate the importation of carpets, Ger- 
many has promised significant tariff reductions for aver- 
age and top qualities. It will be possible for German 
exporters to take part in substantial investment projects 
in Iran, which are to be financed from the foreign ex- 
change earnings obtained through renewed oil exports. 

There were difficulties in trying to find a way to elimi- 
nate delays in Iranian payments to Germany. It was finally 
agreed that, in addition to the swing credit of $8 million, 
Germany will grant Iran an $8 million credit in order to 
help her overcome the payments difficulties; $4 million 
will be made available by the Bank deutscher Lander. 
Since the Bank Melli Iran is at present unable to furnish 
the remaining $4 million, German exporters will have to 
accept a 50 per cent outpayment for their Iranian credits. 
The Bank Melli will furnish the remaining half by 
May 31, 1955, or earlier if Iranian exports develop 
favorably. 

During the first nine months of 1954, German imports 
from Iran amounted to DM 66 million, compared with 
DM 94 million during the same period last year. Exports, 
however, increased from DM 105 million during the first 
nine months of 1953 to DM 120 million during the same 
period of 1954. Transit trade in both directions is signi- 
ficant: DM 37 million of goods purchased by Germany 
in Iran during the first three quarters of 1954 came 
from third countries, while during the same period Iran 
purchased in Germany DM 14 million of commodities 
received in transit trade. 


Source: Neue Ziircher Zeitung, Zurich, Switzerland, No- 
vember 10, 1954. 
West German-Rumanian Trade Agreement 


A trade agreement between Western Germany and 
Rumania, signed recently, provides for an exchange of 








200 INTERNATIONAL FinanciAL News Survey, December 17, 1954 


goods amounting to $30 million in either direction in 
1955. Thus trade in the coming year will be twice that 
in 1954. During the past year, trade between the two 
countries has developed favorably; Rumania has carried 
out all her obligations for deliveries of oil, and has im- 
ported mainly consumer goods, such as textiles and 
chemicals. 


The new agreement provides for German exports of 
textiles and synthetic fibers ($7 million), chemicals ($5 
million), foundry products, ($6.2 million), machinery 
($2.2 million) , optical and electrical equipment, ceramics, 
and glass. Germany will import cereals, mineral oils, 
timber, oilseeds, and various animal products. The new 
agreement authorizes transit transactions, and Germany 
can re-export to Rumania certain commodities, such as 
wool, coffee, tea, cocoa; however, a limit of $5 million has 
been put on such transactions. The financial transactions 
are to be carried out by two German banks and the Ru- 
manian National Bank. Although the aim is for a rough 
equilibrium in the payments position, a swing credit of 
up to $5 million, subject to payment of interest, has been 
established. The new agreement seems to indicate that 
Rumania wishes to expand trade with Germany, which 
was her most important trading partner before the war. 


Source: Handelsblatt, Diisseldorf, Germany, December 8, 
1954. 


Middle East 
Egyptian Pound Quofations 


The averages of published percentage premiums in 
October and November 1954 for sterling, the U.S. dollar, 
and the deutsche mark in Cairo in the “import entitlement 
accounts” were as follows: 

October November 
(per cent) 


Sterling 7.068 7.595 
U.S. dollar 6.918 10.568 
Deutsche mark 11.620 10.250 


The averages of published quotations for the “export 
pound” in Beirut and Ziirich during the same months 
were as follows: 

October 


Beirut (in Lebanese pounds 
per Egyptian pound) 8.70 8.80 


Ziirich (in’ U.S. dollars per 
Egyptian pound) 2.72 2.64 


November 


Sources: Al Ahram, Cairo, Egypt, various issues. 


Syrian Credit Corporation 


The Syrian Ministry of Agriculture has authorized the 
formation of an Agricultural Credit Corporation to ease 
the existing credit stringency for agricultural producers. 


The capital of the corporation is to be obtained through 
the sale of shares to the public. 


Source: Le Commerce du Levant, Beirut, Lebanon, No. 
vember 24, 1954. 


Trade Agreement Between Lebanon and Czechoslovakia 


A trade agreement between Czechoslovakia and Leba. 
non, finalized on November 11, provides for trade of LL 8 
million per year in each direction. Lebanese exports will 
consist mainly of agricultural products against imports of 
machinery. This replaces an agreement signed in July 
1952, which provided for trade amounting to LL 5 million 
per year. It is also expected that the Government of 
Czechoslovakia will establish factories in Lebanon for the 
processing of sugar and citrus products. 


Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 17, 1954. 


Iraq and the Sterling Area 


Professor Carl Iversen, in his report on Monetary 
Policy in Iraq, submitted to the National Bank of Iraq 
after investigations which he made in 1953 (see this 
News Survey, Vol. VI, p. 161), discusses the suggestion 
that Iraq should leave the sterling area in order that 
a more diversified foreign exchange reserve might be 
accumulated. The report contains a detailed analysis of 
the alternative foreign exchange policies open to Iraq. It 
states that, while political considerations might lead to 
other conclusions, “economic reasons suggest that Iraq 
should not leave the sterling area at the present stage, 
and should under all circumstances make very thorough 
preparations (in particular for the training of an ade- 
quate civil service staff) in case it is nonetheless decided 
to take this step. On the other hand, Iraq should utilize 
its bargaining power to obtain a better position within 
the sterling area, e.g., to establish an independent gold 
and dollar reserve, and eventually independent reserves of 
other (soft) currencies, although great caution should be 
exercised in this respect.” It should be possible to obtain 
from the central sterling area pool the gold and dollars 


needed to pay Iraq’s contribution to the IMF and the 
IBRD. 


Iraq can be expected for a long time to come to have 
a substantial current account surplus, which will probably 
in the main appear in the form of large net earnings of 
sterling and related currencies. At present, the surplus 
arises mainly in connection with oil exports; if Iraq 
were to require the oil companies to sell to the National 
Bank the currencies which they received from the ultimate 
buyers of their crude oil, the foreign exchange thus flow- 
ing to the National Bank would consist mainly of West 
European currencies and occasionally a few U.S. dollars. 
With the reopening of Iranian oil exports, and if other 
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exporting countries, e.g., the Soviet Union, were offering 
oil against sterling, it would be difficult for Iraq to de- 
mand payment in dollars from European countries. 

As sulphur is a scarce raw material in the United 
States, the large-scale utilization of Iraq’s sulphur de- 
posits might increase Iraq’s dollar earnings considerably. 
The report also examines the consequences that would 
follow for Iraq if the United Kingdom were to introduce 
nonresident sterling convertibility, and at the same time 
should leave the EPU. In any event, in assessing the 
significance for Iraq of sterling area membership, some 
importance should be attached to the advantages of access 
to the money and capital markets in London, and to 
the inconveniences which withdrawal from the sterling 
area would impose of having to negotiate special pay- 
ments arrangements with foreign countries and to estab- 
lish a foreign exchange market, for which the available 
technical skill and experience are at present inadequate. 
Source: Carl Iversen, A Report on Monetary Policy in 

Iraq, National Bank of Iraq, 1954. 


Far East 
Indian Exports in 1954 


India’s Deputy Minister for Commerce and Industry 
has advised the Export Advisory Council that the value of 
India’s exports increased from Rs 460 million (US$97 
million) in July to almost Rs 500 million (US$105 mil- 
lion) in September. 

In the first nine months of 1954, the value of exports 
of jute manufactures rose to Rs 890 million, from Rs 790 
million in the same period of 1953; exports of cotton 
piecegoods increased to 640 million yards (valued at 
Rs 490 million), from 465 million yards a year earlier; 
and the foreign exchange earnings of tea exports were 
Rs 90 million greater than in the same period of 1953. 
On the other hand, the value of Indian exports of oils 
and oilseeds fell to Rs 73 million, from Rs 125 million 
in the same period of 1953. 


The Deputy Minister expressed the view that the export 
trade presented a mixed picture which was not entirely 
pleasing in the light of India’s foreign exchange require- 
ments, and that, accordingly, it would be desirable to 
increase export earnings further in order to sustain 
planned levels of production and consumption. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, December 1, 1954. 


Lower Import Duties in Ceylon 


The Government of Ceylon has decided to cut by 15 
per cent import duties on materials essential for industrial 
development. 


Source: The Times, London, England, December 3, 1954. 


Thailand-Japan Trade and Payments Agreement 


The trade and payments agreement between Thailand 
and Japan has been renewed for another year, effective 
September 1954. The amount of goods to be exchanged 
under the renewed agreement is estimated at a total of 
US$65 million each way. Japan’s exports will consist 
chiefly of textile manufactures to a value of $24 million; 
transport equipment, $8 million; building materials, $8 
million; machinery, $4.7 million; and structural steel, 
$4 million. Japanese imports from Thailand will be made 
up largely of 400,000 tons of rice of good quality, com- 
pared with 450,000 tons imported last year. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., December 6, 1954. 


FOA Aid to Taiwan for Fertilizer Plant 


Approval of the financing of the dollar costs, amount- 
ing to US$13.2 million, involved in the construction of a 
US$20 million chemical fertilizer plant in Taiwan has 
been announced by the Foreign Operations Administra- 
tion. The Chinese Government in Taiwan will provide the 
equivalent of US$6.8 million in local currency to pay 
for labor and materials. 


The new industry, consisting of an ammonia and a 
urea plant, will produce 85,800 metric tons of urea with 
a 44 per cent nitrogen content, the most concentrated form 
of nitrogen fertilizer known. The annual production of 
85,800 metric tons of urea will equal over 180,000 tons 
of ammonium sulphate fertilizer in terms of nitrogen 
content, and would be worth between $10 million and 
$12 million at present world prices. This will be an im- 
portant factor in maintaining and improving farm produc- 
tion in Taiwan, where intensive cultivation is necessary 
and crops must be maintained by constant application 
of commercial fertilizers. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., November 22, 1954. 


Japanese-Chinese Paint Manufacture in Taiwan 


An agreement to establish a paint manufacturing com- 
pany in Taiwan has been signed by the representatives 
of the Kansai Paint Company in Osaka, Japan, and a 
Chinese iron works in Takao, Taiwan. According to the 
outline of the plan, the new company will be started with 
a capital of NT$1.5 million, of which the Japanese com- 
pany is to supply NT$0.25 million in the form of equip- 
ment and technical aid. Operations will begin in January 
1955, with a productive capacity of 100 tons a month. 
Kansai Paint Company will send technicians to the new 
company, and supply raw materials and semifinished 
goods. The new company will produce paints of high 
quality. The paint industry in Taiwan is comprised of 
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some 20 companies. producing about 2,000 tons of or- 
dinary paint a year. The manufacture in Taiwan of 
products of higher quality, such as synthetic resin paints, 
lacquer. and shipbottom paint. is still regarded as tech- 
nically difficult. On the other hand, demand for paint 
in Taiwan is said to range between 3,000 and 4,000 tons 
a year. and the demand for paint of high quality is 
expected to increase. 


Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, November 6, 
1954. 


Indonesia-Australia Trade Agreement 


Indonesia and Australia have signed a one-year trade 
agreement covering the exchange of goods valued at 
£A 5,375,000. 
coffee, molasses, sago, tapioca, oilseeds, spices, tea, quin- 


Indonesia will deliver rubber. tobacco. 


ine. wood, and turpentine; and Australia will ship food 
products. pharmaceutical products, chemicals, textiles, 
optical and medical instruments. paper, and live animals, 
such as horses, pigs. and poultry. 


Source: The Journal of Commerce, New York, N. Y.. 
December 9. 1954. 


United States and Canada 


Disposal of U.S. Agricultural Surpluses 


Agreements have been made by U.S. Government agen- 
cies with eight foreign countries for the disposal of about 
$286 million worth of U.S. agricultural surpluses. The 
Department of Agriculture is responsible for selling $700 
million worth of surpluses for local currencies in a three- 
year program, while the Foreign Operations Administra- 
tion handles $300 million to be given away in case of 
disaster or famine. Thus far, the Department of Agri- 
culture has arranged for sales for local currency of sur- 
pluses of $180.5 million (to Japan, Pakistan, Turkey, 
and Yugoslavia), and the FOA for sales of $39.6 million 
(to Yugoslavia, Spain, Korea, Taiwan, Bolivia, and Tur- 
key). In addition, the FOA has given Japan $15 million 
worth of surpluses for school lunch and clothing pro- 
grams, and has distributed $50 million worth to other 


countries. 


The commodities sold to Japan under the Department 
of Agriculture’s program include cotton ($35 million), 
wheat ($22.5 million), rice ($15 million), tobacco ($5 
million), and barley ($3.5 million); transportation will 
cost $4 million. Of the yen proceeds from these sales, 
70 per cent will be loaned to Japan for economic develop- 
ment, and the remainder will be used by the United States 
for the expenditures of its military forces in Japan and 
for other purposes. 


Negotiations are going on for additional sales of sur- 
pluses worth $265.5 million (wheat, corn, rice, cotton, 
tobacco, vegetable oils, and dairy products). 


Sources: International Federation of Agricultural Pro. 
ducers, FAP News, Washington, D. C., Decem- 
ber 1954; The Nippon Times, Tokyo, Japan, 
November 15, 1954. 


U.S. Direct Foreign Investment 


U.S. firms and individuals have increased their invest- 
ment in foreign branches and subsidiaries from about 
$7 billion in mid-1946 to $17 billion in mid-1954, ac. 
cording to the estimates of the Department of Commerce. 
Direct investment additions for the eight-year period 
averaged about $1.2 billion annually and were about 
evenly divided between the flow of capital from the United 
States and the reinvestment of a large portion of earnings 
from foreign operations. Over the last three years, annual 
new investment has averaged about $1.5 billion. 

While more than 2,000 U.S. corporations have contri- 
buted to direct foreign investment, the net capital flow 
in most postwar years has been dominated by a relatively 
few large projects in a few areas of intense development. 
Completion of individual projects has therefore entailed 
fluctuations in the rate of new investment. Other fluctua- 
tions in investment have occurred as U.S. companies have 
financed temporarily the export of unusually large 
amounts of materials and equipment during periods of 
dollar exchange scarcity. 

Annual earnings from direct investments abroad have 
averaged about $2.2 billion in recent years. (This repre- 
sents about 10 per cent of the total earnings of U.S. 
companies in manufacturing industries operating both in 
the United States and abroad and about one third of the 
total earnings of the U.S. petroleum industry. The pro- 
portion of net assets located abroad is about 10 per cent 
for manufacturing industries and about 25 per cent for 
About $0.8 billion of the annual earnings 
has typically been retained abroad, the 
being received in the form of dividends, interest, and 
branch profits. U.S. companies abroad pay about $1 
billion annually in income taxes to foreign governments, 


petroleum. ) 
remainder 


aside from royalties on the production of oil and other 
raw materials, export and import duties, and other taxes 
and contributions. These companies also produce about 
25 per cent of total foreign exports to the United States. 

The largest increase in postwar foreign investments was 
made in petroleum ($3.8 billion), and the next largest 
in manufacturing ($3.1 billion) and in mining ($1.1 bil- 
lion). The leading countries in which investments were 
made were Canada ($5,257 million), Venezuela ($1,308 
million), the United Kingdom ($1,125 million), Brazil 
($1,003 million), Cuba ($686 million), Chile ($666 mil- 
lion), and Mexico ($509 million). 
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In 1953, the increase in direct investment abroad was 
$1,485 million, of which $640 million was in petroleum, 
$322 million in manufacturing, $292 million in mining, 
and $231 million in all other industries. Data by areas 
show that the greatest increase was in Canada, amounting 
to $664 million; the increase in Western Europe and 
dependencies was $347 million; in the Latin American 
republics, $243 million; and in all other areas, $231 
million. Income from direct investments abroad in 1953 
was $1,463 million. 

Portfolio investments—purchases of stocks and bonds 
in foreign-owned companies—during the postwar period 
accounted for a net annual U.S. capital outflow of only 
$130 million, a sharp contrast from the decade following 
World War I when most of the outflow of U.S. capital 
went into foreign securities. Most of the recent outflow 
has been to Canada which, however, accounts for only 
a little over half of the total of $6 billion of portfolio 
investments outstanding. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., November 1954. 


U.S. Credit Policy 


According to press reports, the Open Market Committee 
of the Federal Reserve System has decided to moderate 
the policy of “active ease” which has been followed so 
far during 1954. During the next few weeks it is ex- 
pected that free reserves of all member banks will be 
reduced from the recent level of $450-750 million to a 
range of $200-500 million. (Free reserves are defined as 
excess reserves less borrowings at the Reserve Banks.) 


Source: The Journal of Commerce, New York, N. Y., 
December 13, 1954. 


Real Estate Mortgage Lending in the United States 


The Board of Governors of the Federal Reserve System 
has reported that mortgage debt in the United States in- 
creased by $3.6 billion during the third quarter of 1954. 
This represents an annual rate of increase of over $14 
billion, thus exceeding the record annual increase of 
$10 billion that took place in 1950. The third quarter 
increase this year is particularly striking because it does 
not reflect the impact of liberalization of Federal Housing 
Agency mortgage insurance terms under the Housing Act 
of 1954. It does, however, reflect terms liberalized at the 
beginning of the year on mortgages guaranteed by the 
Veterans Administration. As a consequence of this liber- 
alization, more than a third of these VA-guaranteed 
loans presently being made involve no down payments, 
and an increasing number carry 30-year maturities. 
Monthly financing charges on many mortgages are lower 
than the cost of rented quarters. 
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The recent rise in mortgage loans is the first instance 
of rapid credit expansion since consumer borrowing 
stopped rising at the end of 1953. Increased caution on 
the part of lenders provided an automatic check on credit 
expansion, but for mortgage credit such caution has been 
counteracted by the liberalization of government guar- 
antees. 


Source: The Journal of Commerce, New York, N. Y.. 
December 7, 1954. 


U.S. Employment Situation 


Unemployment in the United States increased by 
152,000 persons, to 2,893,000, between early October 
and early November, as a result of seasonal declines in 
employment in farm, construction, and food-processing 
industries. The decline in farm employment, exception- 
ally large for the month, was due to the completion of 
harvesting earlier than usual this year. Factory employ- 
ment remained fairly stable at 16,100,000, the highest 
level since last March. In addition to improved employ- 
ment in the automobile industry, smaller gains were made 
in electrical machinery and in primary and fabricated 
metals. 


The job situation was described as generally improved. 
Average weekly hours in manufacturing rose from 39.9 
in October to 40.1 in November, bringing the work week 
to its 1953 level for the first time this year. Average 
weekly earnings rose 76 cents during the month, to $72.98. 
62 cents above the previous monthly record of De- 
cember 1953. 

Source: The Wall Street Journal, New York, N. Y., De- 
cember 9, 1954. 


U.S. Plant and Equipment Expenditures 


Plant and equipment expenditures in the United States 
during the first quarter of 1955 are estimated at $6.1 
billion, according to a recent report of the Department 
of Commerce and the Securities and Exchange Com- 
mission. This figure is slightly below the outlays of 
$6.2 billion in the first quarter of 1954, and is the lowest 
of any first quarter since 1951, when expenditures were 
$5.5 billion. Manufacturing investment, which has tended 
downward throughout 1954, is estimated at $2.5 billion 
in the first quarter of 1955, compared with $2.7 billion 
in the first three months of this year. Total outlays by 
nonmanufacturing industries are scheduled at about the 
same level as this year, with increases in mining. nonrail 
transportation, and commercial enterprises to be offset 
by declines in public utilities and railroads. 


Source: The Wall Street Journal, New York. N. Y.. 
December 10, 1954. 
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Canadian Payments Position 


For the third quarter of 1954, Canada had a small cur- 
rent account surplus of $22 million, in contrast to a 
deficit of $13 million in the third quarter of 1953 (all 
figures in Canadian dollars). Thus the improvement in 
the current account position, which had occurred during 
the first two quarters of 1954, continued in the next three 
months; the cumulative deficit for the first nine months 
of the year amounted to $330 million, a reduction of $58 
million from the equivalent period of 1953. At the seme 
time that the deficits were reduced, there was a 7 per cent 
decline in both receipts and payments. Exports fell by 
$236 million, to $2,872 million, and imports by $265 
million, to $2,950 million. Most of the decline in exports 
was due to smaller shipments of grain and manufactures; 
exports of industrial materials increased. The decline in 
imports was largely a result of the adjustment of inven- 
tories. Exports to the United States and to the United 
Kingdom fell relatively little (by 5 and 7 per cent, re- 
spectively), while exports to other countries declined by 
14 per cent. Simultaneously, imports from the United 
States fell by 10 per cent and imports from the United 
Kingdom by 16 per cent; imports from other countries, 
however, were maintained. The nine-month current ac- 
count deficit with the United States was reduced by $146 
million, to $579 million, and the surplus with the United 
Kingdom increased by $45 million, to $127 million. The 
surplus with other countries fell by $133 million, to 


$122 million. 


Capital transactions led to net receipts of $16 million 
during the third quarter of 1954; in the first and second 
quarters, net receipts had been $177 million and $216 
million, respectively. Direct investment receipts fell to 
$65 million, and there were net redemptions of $16 mil- 
lion, in contrast to net new issues of Canadian securities 
of $147 million in the first quarter and $7 million in the 
second. Transactions in outstanding securities were in 
balance in the third quarter, after moderate inflows earlier 
in the year. Most of the decline in receipts was in mis- 
cellaneous transactions, which showed an outflow of $23 
million in the third quarter, compared with receipts of 
$103 million in the second quarter. 

Official reserves of gold and foreign exchange rose by 
$38 million in the third quarter; meanwhile, the exchange 
rate strengthened slightly, the value of the Canadian 
dollar rising from US$1.018 in the second quarter to 
US$1.029 in the third. 

Source: Dominion Bureau of Statistics, Quarterly Esti- 
mates of the Canadian Balance of International 
Payments, Third Quarter, 1954, Ottawa, Canada. 


Canadian Mortgage Finance 


Under the National Housing Act which became opera- 
tive in March 1954, the Canadian Government has under- 


taken to insure approved mortgages to the extent of 98 
per cent of the face value. Previously, government ac. 
tion had taken the form of joint financing, with official 
participation of 25 per cent. During the first ten months 
of 1954, government-insured loans amounted to Can$392 
million, compared with joint mortgage loans of Can$175 
million in the equivalent period of 1953. The bulk of 
the finance for the insured loans is provided by the life 
insurance companies, which are expected to increase their 
commitments by Can$275 million during the year as a 
whole. A further innovation in the financing of mort. 
gages was the authorization in July 1954 of participation 
by chartered banks in insured mortgages. By the end of 
October, bank loans of this type amounted to Can$39 
million, and by the end of the year bank commitments 
are expected to reach Can$155 million. Residential build. 
ing is expected to amount to 115,000 units in 1954, an 
increase of 10,000 units over last year. 


Source: The Financial Post, Toronto, Canada, Decem. 
ber 4, 1954. 


Other Countries 


South African Gold Production 


South African gold production in October was 1,158,000 
ounces, valued at £14.5 million, £250,000 more than in 
September. The output of Transvaal mines increased by 
1,700 ounces, and of mines in the Orange Free State by 
15.100 ounces. The total native labor force, 329,000, was 
about 28,000 greater than in October 1953. 


Source: Cape Times, Cape Town, Union of South Africa, 
November 11, 1954. 


Corrigendum 


Vol. VII, No. 24, December 10, 1954, p. 193, item 
“Income Tax Exemption in Lebanon”: The second sen: 
tence should read, “This company is the first to be 
eligible for income tax exemption under a law passed 
early in 1954... .” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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